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SUBJECT: Far maor ker Housing Credit/Based on Eligible Costs

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

X DEPARTMENT POSITION CHANGED TO BOARD PENDING.
REMAINDER OF PREVIOUS ANALY SIS OF BILL ASINTRODUCED/AMENDED STILL APPLIES.
OTHER - See comments bel ow.

SUWARY OF BILL

Under the Personal |ncone Tax Law (PITL) and the Bank and Corporation Tax Law
(B&CTL), this bill would redefine the basis for the Farmworker Housing Credits as
“eligible costs” and make ot her m nor changes.

Thi s anal ysis does not address the bill’s changes to the Health and Safety Code
regardi ng farmwvorker housing because the changes do not inpact the Franchise Tax
Board (FTB).

SUWARY OF AMENDMENT

The January 13, 1998, anendnent renoved | anguage i ncreasi ng the conbi ned
aggregat e annual anpunt of the credit for construction or rehabilitation of
farmwor ker housing and the credit for interest incone onfarmwrker housing | oans
from $500,000 to $5 million.

The January 13, 1998, anendnent renoved the definition of “qualified amunt” and
references to “qualified expenditures” and instead woul d base the Far mwor ker
Housing Credits on “eligible costs,” as defined, and nake ot her m nor changes.
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The January 13, 1998, anendnent al so nade changes to the Health and Safety Code.

EFFECTI VE DATE

This bill would apply to taxable or incone years beginning on or after January 1,
1999.

SPECI FI C FI NDI NGS

The di scussion of current state law in the departnent’s analysis of the bill as
i ntroduced February 7, 1997, still applies.

This bill would delete the definition for “qualified amunt” and references to
“qualified expenditures” and instead base the Farmwrker Housing Credits on
“eligible costs,” defined as the total finance costs, construction costs,
excavation costs, installation costs, and permt costs paid or incurred to
construct or rehabilitate farmwrker housing. Eligible costs would include, but
would not be limted to, inprovenents to ensure conpliance with | aws governing
access for persons with disabilities and costs related to reducing utility
expenses. Eligible costs would not include |and and those costs financed by
grants and bel ow market financing.

This bill would prohibit allocation of any credit in excess of the anpunt
necessary to nake the housing project feasible and delete the definition for
“Enpl oyee Housi ng Act.”

| npl erent ati on Consi derations

The inmplenmentation of this bill would not significantly inpact this
depart nent.

Techni cal Consi derati ons

The January 13, 1998, anendnent inadvertently deleted the requirenent that
the California Tax Credit Allocation Commttee certify the total anmount of
credit to which a taxpayer is entitled based on a taxable (PITL) or incone
(B&CTL) year. The author’s staff has indicated that the taxable or incone
year |anguage wi Il be reinstated.

Aut hor’s staff has indicated that a reference to “qualified expenditures”
shoul d have been replaced by “eligible costs” and will be corrected.

Aut hor’s staff will clarify that the B&CTL credit foregone interest incone
is based on an “incone year.”

FI SCAL | MPACT

Departnmental Costs

Since the commttee certifies and allocates credit ampunts and reports the
information to the FTB, this bill would not significantly inpact the
departnent’s costs.
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Tax Revenue Esti mate

The maxi mumcredit allocati on ambunt of $500, 000 that was used as the
estimate for enactnent of the current credit provisions has not been
changed. Therefore, this bill would not inpact state inconme tax revenue.

BOARD POSI T1 ON

Pendi ng.



